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A. REG!STRANT IDENTIFICATION

NAME OF BROKER-DEALER:

Lombard Odier Securities, Inc.

Official Use Only .

< FIRM10. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS:
{Do not use P.O. Box No.) .

12 Fast 49th Street, 17th Floor
’ . {No. and Streat)

New York ' ‘ NY

(City} ' {State)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TQ THIS REPORT

Gary Gettenberg, CFO : : ’ . 212-668-8700

{Area CoCe ~ = Telephons Na.)

B. ACCOUNTANT IDENTIFICATION -

INDEPENDENT PUBLIC ACCOUNTANT whaose apinion is rontamed in this F{°port* ‘
(Name - - if individual, state last, first, middle name) : :

PriceWaterHouseCoopers

1177 Avenue of the Americas New York NY

10036

{ADDRESS) Numbaer and Street Clty Slate

Zip Coce

CHECK ONE:
[XJ Certified Public Accountant

3 Public Accountant
N Accountant not resident in United States or any of its passessians.
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—FINANGIAL——

FOR OFFICIAL USE ONLY

* (laims for exemption from the requirement that the annual report be covered by the opinion of an
independent public accountant must be :upported by a statement of facts and circumstances rein-n.’

nn as the basis for the exemption.
See section 2101 Ta-5(e)(2),
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OATH OR AFF!RMATION

|,_Gary Gettenberg , swear (or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertainin
to the firm of _Lombard Odier Securitiessof_December 31 %Ol
are true and correct. | further swear {or affirm) that neithsr the company nor any partner,
proprietor, principal officer or director has any proprietary interest in any account classified
solely as that of a customer, except as follows:

by sz

SIgmtun f

CFO

Notary RS GETZONG
Notary Pubfic, State of New York
No. 41 -4851342

Qualffied in Queens Cou

This repgrgc lggft%%ﬂcﬁe}lﬁrglﬂ boxes):

I (a) Facing page

{J (b) Statementof Financial Condition

O (e} Statement of Income (loss)

O (d) Statement of Changes in Financial Condition

[J (e} Statement of Changes in Stockholders’ Equity or Partners’ or

Sale Proprietor’s Capital.

[J {f) Statement of Changes in Liabilities Subordmated to Claims of Credltors.
"[O (g) Computation of Net Capital

[ (h) Computation for Dstermination of Reserve Requirements Pursuant

. to Rule 15¢3-3,

[ (i) Information Relating to the Possession or Control Requirements

Under Rutle 15¢3-3.
3 (i) A Reconciliation, including appropriate explanation, ¢f the

Computation of Net Capital Under Rule 15¢3-1and the
Computation for Determination of the Reserve Requirements
Under Exhibit A of Rule 1523-3.

{k) A Reconciiiation between the audited and unaudited Statements
of Financial Condition with respect to methods of consolidatlon,

{1} An Qath or Affirmation

{m) A copy of the SIPC Supplemental Report

[n} A report describing any material inadequacies found to exist or
found to have existed since the date of the previous audit.

goaag o

** For conditions of confidentinl treatment of certain portions of this filing,
see section 240.17a-5(e}(3).
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" Report of Independent Accountants on Internal Control R/qulred S V‘“J\:;., .

By SEC Rule 17a-5 - Broker/Dealer / F 8238 9@@2%}>

To Lombard Odier Securities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Lombard Odier Securities, Inc. (the “Company”) for the year ended December 31, 2001, we S considered
its internal control, including control activities for safeguardmg securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we
have made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedures, that we considered relevant to the objectives stated in
Rule 17a-5(g) in the following: '

1. Making the periodic computations of aggregate indebtedness and net capital under Rule 17a- -
3(a)(11); and

2. Determining compliance with the exemptive provisions of Rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the

Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13.

2, Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System; and

Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

|98)

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of control and of the practices and procedures referred to in the preceding paragraph, and to assess
whether those practices and procedures can be expected to achieve the SEC’s above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the Company has




responsibility are safeguarded against loss from unauthorized use or disposition, and that transactions
are executed in accordance with management’s authorization and recorded properly to permit the
preparation of financial statements in accordance with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in t he preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of internal control to
future periods is subject to the risk that controls may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

QOur consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness 1s a condition in which the design or operation of one or more of

* the specific internal control components does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal control that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2001 to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone
otherythan these spec1ﬂed parties.

February 15, 2002
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Report of Independent Accountants

To Lombard Odier Securities, Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Lombard Odier Securities, Inc. (the “Company”) at December 31,
2001, in conformity with accounting principles generally accepted in the United States of America.
This financial statement is the responsibility of the Company’s management; our responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of this
statement in accordance with auditing standards generally accepted in the United States of America,
which require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall statement of financial condition presentation. We believe that our audit of the

statement of financial condition provides a reasonable basis for our opinion.

Wwﬂ@é@ﬁ@% uiA

February 15, 2002




Lombard Odier Securities, Inc.
Statement of Financial Condition
December 31, 2001

Assets

Cash

Prepaid expenses
Leasechold improvements, at cost, less accumulated
amortization of $12,221

Other assets

Total assets

Liabilities and Stockholder's Equity

Liabilities

Accounts payable and accrued expenses

Taxes payable

Total liabilities

Stockholder's Equity
Common stock, $0.01 par value, 3,000 shares authorized,
500 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of this financial statement.

$ 1,994,700
9,424

9,975
16,800

§ 2,030,899

$ 672,371
1,999

674,370

5
1,199,995
156,529

1,356,529

$ 2,030,899




Lombard Odier Securities, Inc. 3
Notes to Statement of Financial Condition

1. Organization and Nature of Business

Lombard Odier Securities, Inc. (the “Company”), a Delaware corporation formed in November
1998, is a wholly-owned subsidiary of Lombard Odier Holding (US), Inc. (“LOH”), who
acquired the Company on December 27, 2000 from Transatlantic Securities Ltd. (“TSL”). LOH
and TSL are ultimately owned by Lombard Odier & Cie, Geneva (“LOC”).

The Company is a broker-dealer registered with the Securities and Exchange Commission and the
National Association of Securities Dealers, Inc.. The Company acts as a registered broker dealer
intermediary, pursuant to Rule 15a-6 under the Securities Exchange Act of 1934, between LOC
and U.S. Institutional Investors. The Company acts in this capacity solely with respect to
transactions in publicly-traded equity securities traded on non-U.S., primarily Swiss exchanges.
In addition, the Company may engage in private placement transactions.

2. Significant Accounting Policies

Basis of presentation

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses dunng the reporting period. Actual
results could differ from those estimated.

Commissions
Commissions are generated from the introduction of transactions to LOC. Securities transactions
and the associated commiission revenue are recorded on a trade date basis.

Leasehold improvements

Leasehold improvements are stated at cost less accumulated amortization. Leasehold
improvements are amortized on the straight-line method over the lesser of their estimated useful
lives or the remaining lease term.

Cash :
Cash consists of deposits at a major domestic bank. Given this concentration, the Company may
be exposed to certain credit risk.

Income taxes

The Company is included in the consolidated federal income tax returns of LOH. The Company
is charged or credited with an amount equal to its separate tax liability or benefit as if it were
filing on an individual company basis.

Financial instruments

At December 31, 2001, the Company’s financial instruments are carrled at amounts
approximating falr value Financial instruments carried at cost with maturities that are short term
(less than one year) have carrying values that approximate fair value. These instruments
principally include payables and receivables.




Lombard Odier Securities, Inc.
Notes to Statement of Financial Condition

3. Related Party Transactions

The Company earns commissions from LOC in the amount of 50% of LOC’s commissions
earned on trades introduced by the Company or $185,000 per month, whichever is greater.

Lombard Odier, Inc. (“LOI”), an affiliated company, is the principal lessee of the current
premises. The charges made to affiliated companies for the use of a proportionate amount of the
lease expense 1s based on occupied space.

4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
15¢3-1, which requires the maintenance of minimum net capital to be the greater of $100,000 or
6 2/3% of aggregate indebtedness. At December 31, 2001, the Company had net capital of
$1,320,330 which was $1,220,330 in excess of its required net capital of $100,000. The
Company’s ratio of aggregate indebtedness to net capital was .51 to 1.

5. Pension Plans

The Company sponsors a trusted defined contribution money purchase pension plan covering
substantially all employees meeting minimum age and service requirements, Contributions are
based on percentage of each eligible employee’s compensation and are 15% of each participants
compensation plus 5.7% of the participants compensation in excess of the Social Security Wage
Base.

Employees may also contribute to a 401K plan. There are no contributions made to this plan by
the Company.




